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1. This Transmits Handbook 7300. 00, Monitoring Gui dance for HUD Field
O fices and Grantees Under the Emergency Shelter Grants Program

2. Sunmmary. This handbook provi des guidance on the responsibilities of
HUD Field Staff and of Energency Shelter Grants (ESG Program grant ees
to ensure conpliance with the ESG Programrequirenents and ot her
Federal requirenents.

3. It replaces the nenorandum of May 5, 1988, signed by General Deputy
Assi stant Secretary Jack R Stokvis, "Managerment and Mnitoring of the
Energency Shelter Grants Program”
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CHAPTER 1. Mbnitoring Guidance for the Emergency Shelter Grants
Pr ogram

1-1 | nt roducti on

Thi s Handbook provi des gui dance to HUD Field Ofices as well as
States, Units of General Local CGovernnent, Territories, Indian Tribes,
and Al askan Native Villages that receive ESG Program funds. This
guidance is provided to ensure that ESG grants are bei ng adm ni stered
in conpliance with the statutory and regul atory requirenents of the
program This docunment applies to grantees, nonprofit recipients, and
State recipients. Field Ofices nust nonitor grantees according to the
i nformati on provided bel ow and ensure that grantees nonitor nonprofit
recipients and State recipients sinmlarly. Grantees and State

reci pients that are units of general |ocal governnment nust nonitor
their recipients as described bel ow as well.

To ensure that ESG grants are managed well, the Field Ofices are
expected to have regular contact with grantees by phone or letter. The
purpose of this contact is to alert grantees to program deadlines and
reporting requirenments. In addition, Field Ofices should use this
contact and their access to LOCCS to track and remi nd grantees and
reci pients of the status of obligations and drawdowns well| before the
applicable deadlines. Field Ofices are still expected to provide
current information concerning grantees' progress through the C M

dat abase system

I f ESG grantees have any questions about the ESG Program or this
Handbook, they may contact the Community Pl anni ng and Devel opnent
Division Director in the HUD Field Ofice that serves the
jurisdiction.

1-2 Gover ni ng Regul ati ons

Governing regul ations are at 24 CFR Part 576. The statutory changes
found at Section 832 of the National Affordable Housing Act (Pub. L.
101-625), including the Conprehensive Housing Affordability Strategy
(CHAS) requirenents, and Section 1402 of the Housing and Conmunity
Devel opment Act of 1992 (Pub. L. 102550, approved Cctober 28, 1992)
govern the programas well.

The regul ations at 24 CFR 576.81 affirmthat States and units of |ocal
governnment are responsible for ensuring that their respective
recipients carry out their ESG supported efforts in conpliance with
all applicable requirenents. Gantees are responsible, whether they
are provi di ng honel ess services directly or through other recipients,
for making sure that conpliance with programrequirenents occurs at
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all applicable levels. Gantees nmust (1) have a process to ensure the
conmpliance of their recipients and (2) enforce it via sanctions if
necessary. State grantees are required under 24 CFR 576.89(b) to take
appropriate action, including sanctions, against recipients that are
not in conpliance with the programrequirenents.

1-3 Goal s of Monitoring
A To ensure conpliance with the ESG requirenents.

Thi s docunent contains essential information about
techni ques and strategies to ensure that grantees' and
reci pients, use of ESG funds confornms to program
requirenents.

B. To enhance the managenent capacity of recipients.

Moni tori ng can enhance the capacity of grantees and

reci pients to manage the ESG funds they receive.

Moni tori ng begi ns when grantees select recipients with the
managenent capacity to assist the honel ess and neet
program requi rements. G antees can enhance nonprofits,
capacity through nmonitoring by conducting training
sessions for groups of recipients, by regular review of
recipients, files, and by discussing the details of

Federal requirenents with recipients in advance of the

di scovery of instances of nonconpliance.

C To ensure that ESG funds are used effectively to assist
honel ess i ndividuals and famlies.

1- 4 Techni ques of Mbonitoring

Many t echni ques can be used to neet the goals of nonitoring.
Traditional on-site nonitoring constitutes only one of these
techniques. Al other things being equal, the nore infornation
provi ded through training and technical assistance situations
(e.g., before RFP responses are submitted; in start-up
conferences, training sessions in specialty areas such as
financi al managenent; by providing as much witten instruction
as possible in response to tel ephone requests), the fewer
problens that on-site and other fornms of nonitoring should
identify.

A The nost basic technique is, in effect, desk nonitoring using
exi sting docunmentation. Field Ofice staff and grantees
shoul d revi ew up-to-date records to gain inportant background
i nformati on.
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In addition to checking existing routine records, the Field
Ofice or a grantee may request by letter or tel ephone that
grantees or recipients submt specific docunments and reports.
Separate files should be kept on each grantee or on each

reci pient for every year of ESG funding and mai ntai ned until
these funds are expended. It is recomended that records
consi st of the followi ng itens:

Any applications for ESG funding that are required. If an
RFP process is used to award ESG funds to grantees,
reci pients, a copy of the RFP itself shoul d be naintai ned.

Any award notifications, grant agreenents, or contracts
execut ed between HUD and grantees or grantees and their
reci pi ents of ESG funds.

Any correspondence fromgrantees or their recipients
concerni ng questions they have had about eligible costs,
substantial changes in the uses of ESG funds, or other

i ssues or problens.

Any financial reports or audits grantees or recipients
subm t.

Any reports requested from grantees, recipients concerning
activities undertaken with ESG funds.

Copi es of all requests for paynment as an advance or
rei mbursenment subnitted by grantees or recipients.

Any records pertaining to nonitoring reviews.

Tel ephone i nterviews can be used to supplenent or clarify
informati on obtai ned through the analysis of files.

A sonmewhat nore intensive technique of nmonitoring would be to
request a grantee to cone to the Field Ofice or for

grantees, recipients to come to their offices to neet with
staff and present rel evant docunents, records, and reports.

If several grantees or their recipients have conmon i ssues or
probl ens, convening a group neeting followed by tail ored
revi ew of individual recipients mght be nore effective.

A way to enrich grantees’ or recipients’ understandi ng of
programrequirenents is to hold occasi onal post-award
training sessions on technical matters such as eligible costs
or conpliance with the OMB circulars. Start up conferences
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for new grantees or their new recipients or reviews of

i nformation for on-going grantees or their recipients are an
early and general formof training useful to facilitate
program conpl i ance. The program el ements nost relevant to
start up conferences or training are the foll ow ng:

El i gi bl e popul ation and eligible activities.

Bui | di ng standards requirenents.

Assi stance in obtaining social services.

O her federal requirenents.

Deadl ine for the expenditure of funds.
The nost intensive and time-consumng formof nonitoring is
the on-site nonitoring visit. The on-site visit is an
opportunity both to neasure a recipient's performance and to
provi de techni cal assistance, if necessary.

Any of the first four techniques outlined above could be

used to prepare for on-site nonitoring. Effective site
visits should include the foll ow ng steps:

a. Formal and advance notification of the visit.

b. Pre-visit preparation based on existing information
C. Conpr ehensi ve coverage of all areas covered bel ow
d. O ear conclusions and cl ear recomendati ons.

No matter what tools of nmonitoring are chosen, staff should
review all the areas described bel ow annual | y.

1-5 Devel oping a Mnitoring Strategy

A

One good way to initiate a nonitoring strategy is to devel op
an adequate tracking systemof the grant awards, activities,
and performance of grantees and their recipients. The
tracki ng systemcoul d be a database nmanagenent system

contai ning basic information about grantees or recipients

i ncludi ng the anount of ESG funds received, the activities
for which ESG funds are to be used, the nunber of people
served, and the race and ethnicity of the people served. The
tracking system whatever its nature, may be coordinated with
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grant ees, accounting systens so that recipient drawdowns of
ESG funds can be quickly and regularly revi ewed.

If staff choose not to review all grantees' or their
recipients' grants, risk analysis should be used to choose
ones that are nost likely to be out of conpliance with the
program requirenents.

Ri sk analysis is a process to systematically anal yze each
ongoi ng ESG grant, its basic features, status, and
progress, and rank each according to an assessnent of how
much risk of nonconpliance it involves. Staff then apply
the various forns of nonitoring to the ranking and apply
t he nost vi gorous techni ques, such as on-site nonitoring,
to the riskiest projects. R sk analysis can be used to
identify, given existing resources, how frequently to
revi ew vari ous recipients.

The follow ng risk factors may be considered, anong ot hers
you may wish to identify, in making a decision about what
form(s) of nonitoring to use with each grantee or
recipient:

Whet her the grantee or recipient has been nonitored
closely in the recent past.

The anmount of ESG funds the grantee, recipient, or
proj ect represents.

Evi dence that the grantee is not obligating or expending
ESG funds in a tinely or appropriate manner.

New ESG reci pients and recipients who are not accustoned
to conplying with Federal requirenents.

Evi dence based on conplaints, visual inspection, or
reviews of other projects adm nistered by the sane
entity that a grantees, recipient is not providing
shelter that confornms to the buil ding standards
requirements or is not performng the ESG funded
activity that it has proposed to perform

ESG funded activities that are especially risky, e.g.
conversion or najor rehabilitation

Evi dence of a history of poor past performance.

Evi dence of substantial or critical turnover of staff.
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Strategies for nonitoring could range from periodi c revi ew of
files to formally scheduled file reviews and neetings with
each grantee or their recipients. Formal nonitoring review
could involve specific commtnent of staff tinme to review a
specific grantee or recipient at a specific tinme. Staff woul d
use one or nore of the tools |isted above or others.

1-6 Areas of Monitoring

The maj or areas of conpliance are |isted bel ow The various nmeans
of nonitoring described above should yield information about

whet her

A

grantees or recipients neet the programrequirenents.

Eligible Activities Requirenments

G antees or recipients should be using ESG funds as
originally planned and for eligible activities. Any changes
from pl anned expenditures should be docunented in the
appropriate files. If a grantee or recipient proposed to
spend ESG funds for an eligible activity and, subsequently,
expends ESG funds for another eligible activity,
appropriate staff should be notified in witing about
changes in planned expenditures. Section 576.22(a) of the
regul ations states that ESG funds may not be used for
activities other than those authorized under section
576.21(a) and in accordance with the conditions of sections
576. 21(b) and (c).

The first step in review ng the uses of ESG funds for
eligible purposes is to determ ne whet her costs have been
properly classified. Gantees, expenditures for essential
servi ces, honel ess prevention, and adm nistrative costs are
subject to statutory caps, and only the Assistant Secretary
can approve a waiver of the cap for essential services.
There are al so sone specific restrictions on the eligible
use of ESG funds.

Wil e the ESG regul ations at 24 CFR 576.21 do not |ist all
possible eligible activities, itens, or costs, there is a
statutory requirenment that itenms or activities benefit

honel ess persons, and there is, noreover, a requirenent
that they will be provided at a reasonable cost. If there
are guestions about the classification of itens or
activities, grantees should call their nearest Field Ofice
for clarification.
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Statutory changes relating to eligible activities not yet
i ncorporated into 24 CPR 576 incl ude:

Up to ten (10) percent of an ESG grant all ocation may be
spent on staff costs related to operations. (Staff
costs associated with nmai ntenance or security are
eligible and are not subject to the 10% cap on staff

sal aries for operations. Staff salaries and ot her
expenses associated with providing services, for

exanpl e, case nmnagenent or counseling, are eligible
expenses under the essential services category.)

G antees may use up to five (5) percent of any annual
grant received for administrative purposes.

Fi nanci al Regul ati ons and OVB Circul ars

The regul ations at 24 CFR 576.79(b) and (i) require ESG
grantees to neet certain requirenments concerning financial
managenent. The regul ations direct State and | ocal
government grantees to 24 CFR parts 44 and 85 as well as
OMB Circular A-87 and A-102. They direct nonprofit
recipients to 24 CFR Part 84, which replaces OVB Circul ar
A-110, and to OMB Circular A-122. 24 CFR Part 45 inpl enents
OMB Circular A-133 which covered the audit requirenent of
A-110.

OMB-Circular A-133, which provided guidance on audits for
nonprofit organizations, is in effect. HUD issued an
InterimRule inplenmenting its provisions in the Federa
Regi ster on July 27, 1992, and it becane effective on
August 26, 1992. The provisions of A-133 supersede only
par agraph 2h of Attachnment F of OVB Circul ar A-110.

See the attached summaries of the financial instructions,
Attachnment 1 and Attachnent 2.

Program Di sbur senent s

The followi ng standards apply to grantees' nonprofit
reci pients' disbursenent of ESG funds.

Drawdowns in Advance of Need: 24 CFR 84.21(b)(5) states
that a recipient nust nake drawdowns as close in tine as
possible to its disbursenments. The Line of Credit systemis
desi gned so that recipients can draw down funds when
needed.
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2. G antees' recipients should be reviewed to ensure that ESG
funds are drawn down and di sbursed as needed. The comon
standard for prograns nmanaged by the O fice of Comunity
Pl anni ng and Devel opnment of HUD is that funds drawn down by
units of |ocal government should be disbursed within three
(3) days. Simlarly, grantees' recipients should disburse
funds in paynent of programcosts within three (3) days of
recei pt of funds fromgrantees' account. Staff may inform
or rem nd grantees and recipients of these standards
t hrough start-up neetings, training, or technical
assi stance. After taking such steps, accounting systens and
any ot her data managenent tools necessary nay be used to
nmonitor the financial activity of grantees, recipients. |f
their drawdowns do not conformto the above standard, staff
may contact themto rem nd themthat drawdowns nust be
related to their needs and to seek an expl anation for
drawdowns i n advance of need.

D. Equi prent and Records

24 CFR Part 84 defines equi pnent and the equi pnent records
that nust be maintained by nonprofit recipients.

E. Banki ng and Remittance of |nterest

St andards for mai ntenance of bank accounts are covered in
24 CFR Part 84. Nonprofit recipients are not required to
mai nt ai n separate bank accounts for program funds as | ong
as they are able to docunent all uses of program funds. The
following rules apply to any interest earned on ESG grant
funds between the tine of drawdown and di sbursenent:

1. States and | ndian Tri bes

Under 24 CFR Part 85, governnental entities covered under
the I ntergovernnental Cooperation Act and the |ndian

Sel f-Determ nation Act are exenpt fromremtting interest.
This neans that State and Indian tribal government grantees
are not required to return any interest to HUD

2. Nonprofit Organizations

The requirenents for nonprofit organizations are covered in
24 CFR Part 84. Grantees nust maintain advances of Federal
funds in interest bearing accounts if they receive $120, 000
or nore per year in Federal awards or woul d expect to earn
interest of $250 per year in interest. Interest earned on
Federal advances deposited in such accounts shall be

12/ 94
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remtted pronptly, but at |least quarterly, to the
Departnent of Health and Human Services per 24 CFR
84.22(L). Interest anpunts up to $250 per year nmmy be
retained by the grantee for administrative expenses.

If a State grantee draws down funds, passes them down to a
nonprofit, and for some reason those funds are not spent
and interest is accrued, the interest rules for nonprofit
organi zati ons apply.

Local CGovernnents

Under 24 CFR 85, the amount of interest earned on HUD funds
each year that |ocal governnment grantees may keep is $100
or | ess.

E

nanci al Managenent Standards

The ESG Programrequires nonprofit recipients, financial
managenent systens nmust conformto the requirenents of 24
CFR Part 84. Nonprofit recipients should review these
standards with their CPAs to ensure that the financial
adm ni stration of the ESG funds neets all OVB standards.

Pr ocur enent

Purchases of services fromcontractors or vendors by
nonprofit grantees with ESG funds are subject to 24 CFR
Part 84. This includes standards that prohibit conflicts of
i nterest, procedures for open conpetition wth consistent
technical solicitations, affirmative efforts to hire

m nority-and wonmen-owned enterprises, naintenance of

sel ecti on docunentation, and a contract adm nistration
system that provides sufficient nonitoring. Purchases of
services fromcontractors or vendors by public agencies
with ESG grant funds are subject to 24 CFR Part 85.

Conflict of Interest

A conflict of interest may exist when a person affiliated
with a grantee or recipient organization has a direct or
indirect financial interest in the selection of
contractors, vendors, and beneficiaries assisted with
program funds. ESG grantees and recipients nmust foll owthe
conflict of interest provisions contained in either 24 CFR
Part 85 (for public agencies) or 24 CFR Part 84 (for
nonprofit organi zations).

12/ 94
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Parts 84 and 85 provide general guidelines with respect to
the procurenent of services and materials with Federa
funds. In general, grantees and recipients nust have a code
of conduct that prohibits any enpl oyee, officer, or agent
of the grantee fromparticipating in the decisionmaking
process if that person or his/her imediate famly,

partner, or any organization enploying any of the above has
a direct financial interest or benefit in the entity

sel ected. These persons al so may not accept any form of
gratuity, favors, or anything of nonetary val ue from any
entities selected. G antees shoul d devel op standards for
avoi di ng such conflicts, be they real, apparent, or
potenti al .

Audi ts

Nonprofit ESG recipients are subject to the audit
requi rements of 24 CFR Part 45.

States and Local CGovernment ESG grantees are subject to 24
CFR Part 44. State and Local ESG grantees will include ESG
activities in their single audit and proceed as usual .

Envi ronnmental Conpli ance

Grantees' recipients nmust have taken all corrective actions
regardi ng any environnmental problens and | ead based pai nt
concerns identified before the grantee can obtain a rel ease
of funds certification fromHUD for any nonexenpt ESG
activities.

Verify that an environnental record is kept on all HUD supported
actions which require an environnmental assessnment. The record
shoul d i nclude nane and | ocation of the project, nane of the
assessment preparer, and the date of the assessment. The record
shoul d note the conclusion, reasons, and supporting docunentation
for determining if the project is in conpliance with pertinent
environnental and historic preservation laws - e.g. floodplain
and wetl and protection, noise policies, hazard cl earance and/or
mtigation actions. For actions subject to the Nationa

Envi ronnmental Policies Act, the record should show whet her
sufficient community facilities and anenities are present to
support the project, e.g. water and sewer, recreation, schools,
fire protection, etc.

Because HUD may recapture ESG funds if grantees' recipients
commtted any funds prior to HUD s rel ease of funds to
grant ees, grantees should ensure that their recipients have
not made such comm tnents.

12/ 94
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O her Federal Requirenents

Grantees and their recipients, use of ESG funds nust conply
with the follow ng additional requirenments stated in the
Nati onal Affordable Housing Act and at 24 CFR 576. 79,
576.80, and el sewhere in the ESG Fi nal Rule.

Nondi scrim nati on and Equal Cpportunity.

The requirenments of the Fair Housing Act (42 U . S. C
3601-20) and inplenenting regul ations at 24 CFR part
100; Executive Order 11063 and inplenmenting regul ations
at 24 CFR part 107; and title VI of the Cvil Rights Act
of 1964 (42 U.S. C. 2000d-2000d-4) and inplenmenting

regul ations at 24 CFR part 1;

The prohibitions against discrimnation on the basis of
age under the Age Discrimnation Act of 1975 (42 U.S.C
6101-07) and inplenenting regulations at 24 CFR part
146, and the prohibitions against discrimnation agai nst
ot herwi se qualified individuals w th handi caps under
Section 504 of the Rehabilitation Act of 1973 (29 U. S. C
794), as anended by the Americans with Disabilities Act,
and its inplenenting regulations at 28 CFR part 36;

The requirements of Executive Order 11246 and the
regul ati ons issued under the Order at 41 CFR chapter 60;

The requirenents of section 3 of the Housing and Urban
Devel opment Act of 1968, 12 U.S. C. 1701u (see 8
570.607(b));

The requirenents of Executive Orders 11625, 12432, and 12138.
Consistent with HUD s responsibilities under these Orders, the
grantee nmust make efforts to encourage the use of mnority and
worren' s busi ness enterprises in connection with activities
funded under this part; and

The requirenent that the grantee (or in the case of
States, the State recipient) nake known that use of the
facilities and services is available to all on a

nondi scrim natory basis. Were the procedures that a
grantee or recipient intends to use to nake known the
availability of such facilities and services are
unlikely to reach persons w th handi caps or persons of
any particular race, color, religion, sex, age, fanlial
status or national origin within their service area who
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may qualify for them the recipient or grantee nust
establish additional procedures that will ensure that
these persons are nade aware of the facilities and
services. Grantees and recipients nust al so adopt and

i npl ement procedures designed to make available to

i nterested persons information concerning the existence
and | ocation of services and facilities that are
accessible to persons with disabilities.

3. Lead Based Pai nt
Grantees and their recipients nmust ensure that facilities
nmeet the requirenents at 24 CFR 576.79(c).

4. Fl ood I nsurance
G antees and their recipients nust ensure that facilities
nmeet the requirenents at 24 CFR 576. 79(f). Al so see
Attachnment 3.

5. Rel ocati on
Grantees and their recipients nust ensure that projects
nmeet the requirenents at 24 CFR 576. 80(b).

6. M ni m zi ng Di spl acenment
Grantees and their recipients nust ensure that projects
nmeet the requirenents at 24 CFR 576.80(a).

7. Conflicts of Interest
Grantees and their recipients nust ensure that projects neet the
requi renents at 24 CFR 576.79(d) as stated now in 24 CFR 84.42
rather than in OMB Circul ar A-110.

8. Coastal Barriers
Grantees and their recipients nust ensure that projects
nmeet the requirenents at 24 CFR 576. 79(9).

9. Drug-free Wrkpl ace
Grantees and their recipients nmust ensure that projects
nmeet the requirenents at 24 CFR 576.79(h).

10. Lobbyi ng and di scl osure of information
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G antees nust neet the requirenments inposed by Section
1352, Title 31, U S. Code.

Primarily Religious O ganizations

Grantees nust ensure that recipients' projects neet the
requi rements at 24 CFR 576.22(b).

Confidentiality

Grantees and their recipients nmust ensure that projects
meet the foll ow ng requirenent.

The requirenment of the national Affordable Housing Act
(Pub. L. 101-625) contained in Section 832(e)(2)(C that
grantees "devel op and i nplenent procedures to ensure the
confidentiality of records pertaining to any individual
provided famly violence prevention or treatnment services
under any project assisted" under the Emergency Shelter

G ants Program and "that the address or |ocation of any
fam ly violence shelter project assisted" under the
Emergency Shelter Gants Program"wi ||, except with witten
aut hori zati on of the person or persons responsible for the
operation of such shelter, not be made public." G antees’
conpliance with this law requires that their recipients
have sim | ar procedures.
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Attachnment 1

FI NANCI AL REQUI REMENTS SUMVARY
ESG Program Grant ees and Reci pients

As is the case with all Federal grant prograns, administration of
the ESG Program is subject to the uniform policies and requirenents of
the Ofice of WMnagenent and Budget's (OwB) Circulars and Federal
regul ations inplenenting the Crculars. The Crculars set standards for
the adm nistration of grants, principles for determ ning what costs are
al l owabl e, and requirenents for independent audits. The Circulars also
address nany ot her managenent i ssues, i ncluding recordkeeping,
procurenent, bank accounts, and program i ncone.

OMB Circulars and Regul ati ons Rel evant to Nonprofit Recipients

Citation Title and Brief Expl anation

A-122 Cost Principles for Nonprofit Organizations
Provides uniformrules for determ ning allowable costs applicable
to grants, contracts, and other agreements wth nonprofit
organi zati ons. Establishes procedures for negotiation and approval
of indirect cost rates. An overview of A-122 is included at the
end of this docunent.

24 CFR Audits of Institutions of Hi gher Education and O her

Part 45 Nonprofit Organi zations
Sets forth gui dance for Federal agencies to achi eve consistency
and uniformty in the auditing of grants and other awards provided
to nonprofit organizations. Al so pronotes the efficient and
ef fective use of audit services. Inplenents OVMB Circul ar A-133.

24 CFR Uni form Adnmi ni strative Requirements for Grants and

Part 84 Agreements with Institutions of H gher Education, Hospitals, and
O her Nonprofit Organizations
Provi des standards for obtaining consistency and unifornity anong
Federal agencies in the adnmnistration of grants to, and other
agreenents with, public and private institutions of higher
education, public and private hospitals, and other public and
private nonprofit organizations. Inplenents Circular A 110.

A-21 Cost Principles for Educational Institutions
Est abl i shes principles for determ ning costs applicable to grants,
contracts, and other agreements with educational institutions.

B. OMB Circulars and Regul ations Relevant to Local Governnent G antees

Citation Titl e and Expl anation

A- 87

Cost Principles for State and Local Governnents



A-128

24 CFR
Part 85

Provides rules for determining and reviewing applicability and
reasonabl eness of expenditures. Also provides guidance for
revi ewi ng and approving cost allocation plans.

Audits of State and Local Governnents

Establ i shes audit requirements for State and |ocal governnents
receiving Federal aid, and defines Federal responsibilities for
i mpl enenting and nmonitoring audit requirenents.

Uni form Adnministrative Requirenments for Grants-in-Aid
to State and Local Governnents

The requirenments of Part 85 also apply to State and |ocal
gover nirent gr ant ees. Provi des st andar ds for est abl i shi ng
consistency and wunifornmity anong Federal agencies in the
adm nistration of grants to State, |local, and Federally recognized
Indian tribal governments. |nplenments Circular A-102.



Attachment 2
OVERVI EW OF 24 CFR Part 84
Admi ni strative Requirements for
Grants and Agreenments with Institutions of
H gher Education, Hospitals, and O her
Non-Profit Organizations

What follows is a summary of sections of Part 84 that are
important to the administration of ESG grants. These descriptions
only highlight aspects of Part 84.

Cash Depositories - 24 CFR 84.22
Summary:

Provi des standards for the deposit of grant funds into banks
and ot her financial institutions.

Gui dance:

No eligibility requirenents may be established for the use of
banks or other financial institutions selected by recipients
for the deposit of grant funds.

Separate bank accounts are not required for the deposit of
grant funds.

As with States and |ocal governnments, nonprofit organizations
are encouraged to deposit grant funds into mnority-owned banks
(banks with at |east 50 percent minority ownership).

Bondi ng and | nsurance - 24 CFR 84. 48
Summary:

Sets minimum thresholds for bid, performance and payment bonds
in connection with construction and inprovements contracts over
$100, 000, which contractors nust neet to ensure, in case of
default, the conpletion of general and subcontract work

Gui dance:

A nonprofit's own bonding policy is acceptable, except that for
construction and inmprovenents contracts, contractors are
required to obtain a 5 percent bid bond, a 100 percent
performance bond, and a 100 percent paynent bond. Bonds are to
be obtained from acceptable sureties (conpanies holding
certificates of authority) pursuant to 31 CFR Part 223.

Retenti on and, Custodial Requirenents for Records - 24 CFR
84.53

Summary:

Establ i shes record mai ntenance requirements subsequent to fina
financial reporting, property disposition and resolution of
cl ai ns agai nst the grant.

Gui dance:

Access to grant records of a nonprofit organization shall be
available to HUD authorized personnel and the Conptroller
CGeneral of the U S. Records must be kept for at least three
years after submission of the final expenditure report except
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where there is litigation, clainms, or findings against the
gr ant requiring a |onger peri od. In cases involving
nonexpendabl e personal property, the three-year period starts
with the final disposition of the property.

Standards for Financial Managenent Systens - 24 CFR 84.21
Sumary:

Prescri bes standards for financial managenent systens necessary
for the accountability of funds and property, allocability of

costs, nmintenance of internal controls, and proper receipt and
di sbursenent of grant dollars.

Gui dance:
Reci pients' financial nmanagenent systens shall provide for
fol | owi ng:
1. Accurate, current, and conplete disclosure of the

financial results of the ESG program The ESG Program
Reports provide a nechanism to report the financial
status of each grant.

2. Records that identify adequately the source and
application of funds for ESG activities. These records
must contain information pertaining to the award,
obl i gati ons, unobl i gated bal ance, assets, out | ays,
i ncone, and interest.

3. Effective control over and accountability for all funds,
property, and other assets purchased with ESG funds.
Reci pi ents shall adequately safeguard all such assets and
assure that they are used solely for authorized purposes.

4, Conparison of outlays with budget anpbunts for each award.
The ESG Program Reports provide the nechanism to report
this information.

5. Witten procedures to ninimze the tinme el apsing between
the receipt of funds and the- issuance of checks for
program pur poses by the recipient.

6. Witten procedures for determ ning the reasonabl eness,
allocability, and allowability of costs in accordance
with the provisions of Circular A-122 and the terns and
condi tions of the award.

7. Accounting records including costs accounting records
that are supported by source docunentation.

Paynent Requirements - 24 CFR 84. 22

Sumary:

Establ i shes procedures and rules governing the receipt of

grant paynents by recipients and assures that obligations

properly incurred shall be honored under the paynent system

used by the recipient.

Cui dance:

Regardl ess of the nethod of paynment it uses, the recipient
nmust institute procedures to ninimze the tinme required to
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di sburse funds in accordance with Treasury Circular 1075. To
eval uate conpliance with the Treasury requirenent, BUD uses a
standard of three days for the disbursenment of grant funds by
t he reci pient.

Property Managenent Standards - 24 CFR 84.30 through 84. 37
Sumary:

Requires recipients to follow uniform standards for using and
di sposi ng of real property and equi pnent. Equi pnent is defined
as having a useful life of one year and a per unit value of
$5, 000 or nore.

Cui dance:

Reci pients nust have source docunentation for expenditures
associated with real property or equipnent. For equipnent,
additional records are to evidence HUD s participation in the
original cost of the equipment, a description of the
equi pnment, a system of coding or tagging, a description of the
equi pnent's condition, a record of biannual inventories, and
property disposition procedures.

Real property nay be used in the same project as long as it is
needed. \When no | onger needed, disposition instructions should
be requested, and in nobst cases the recipient should be

required to sell the property and conpensate its program
account fromthe proceeds of the sale in an amunt equal to the
programis percentage of participation in the original

acqui sition cost of the property.

A simlar approach is used in the disposition of equipnment with
a value of $5,000 or nore. Generally, equipnent can be used in
the sane project wthout conpensation to HUD, whether or not
additional funding is received from HUD. Wen equi pnent is no
| onger needed in the sane project and it cannot be used in any
other Federally-assisted project of the recipient, and the
value of the property in question is less than $5,000, the
reci pient may di spose of the equiprment and retain the proceeds
as niscel | aneous revenue.

When equi pnent is no |longer needed in the sane project, cannot
be used in any other Federally-assisted project of the
reci pient, and the value of the property in question is $5,000
or nore, disposition instructions should be requested from HUD.
If HUD does not provide instruction in 120 days or HUD has no
use for the equipnent, the recipient nay dispose of the
equi pnment provi ded the ESG account is reinbursed by applying to
the sales price or fair nmarket val ue of the equi pnent an anopunt
equal to the percentage of HUD s participation in the origina
acquisition price of the equipnent.

Procurement - 24 CFR 84.40 through 84. 48
Sumary:

Establ i shes standards and guidelines for the procurenent of
suppl i es, equi pnent, construction, and services to ensure that
they are obtained as economically as possible, that their
procurenent is through an open and conpetitive process, and
that contracts are nmanaged with good adnministrative practices
and sound busi ness judgenent.



Cui dance:

Reci pients are allowed to use their own procurenent procedures
as long as those procedures conform to the provisions of the
regul ati ons.

Reci pi ents nust naintain a systemto handl e disputes, protests,
and other matters arising out of its contracts; maintain a code
of conduct to prevent conflicts of interest (personal

financial, and organi zational ); and use solicitations
whi ch are clear and accurately describe the materials, products
or services being procured.

Reci pients must use sone form of cost or price analysis in
connection with each of its procurenents. They nust be able to
justify procurenents awarded on a nonconpetitive basis and
justify the awarding of procurements by bid on a basis other
than the | owest bid.

Recipients nust initiate positive efforts to use snmall and
m nority-owned business to the naxi mum extent possible; include
all applicable contract provisions in contracts; and not use
cost - pl us- percent age of cost contracts.

The regulations outline four nethods for making procurenents
under grants:

Smal | Purchase Procedures

To be used for procurenent that is relatively sinple in
nature where conpetition may be realized through price
gquotes from qualified sources and the cost of the
contract is $25,000 or |ess.

Conpetitive Seal ed Bids (Fornal Adverti sing)

To be used for procurement that lends itself to bidders
responding strictly to specifications in sealed bids,
publicly solicited and the contract provides for a firm
fixed price (not subject to any adjustment on the basis
of the contractor's cost experience in perfornmng the
contract). In such contracts available cost or pricing
infornmation permts realistic estimates of the probable
cost of performance by offerors and assunption of the
ri sks invol ved

Conpetitive Negotiation

To be used for procurenment where uncertainties involved
in contract performance do not pernit costs to be
estimated with sufficient accuracy to use a firmfixed
price contract. The cost-reinbursenent contract is
preferred, especially the cost-plus-fixed-fee type. The
fixed-price contract nay be used also, but the nature of
grant procurenents wusually do not Iend thenselves to
t hese types of contracts.

Nonconpetitive Negotiation

To be used for procurenents where nethods descri bed above
are inappropriate or where conpetition is proved to be
nonexi stent or inadequate or BUD determnes it is
acceptable or a situation exists that makes it necessary



(e.g., emergency, local crisis) to forego conpetition. It
is advisable that a decision to use this nmethod not be
made unilaterally by the recipient.



OVERVIEW OF OVB Circul ar A- 122
Cost Principles for NonProfit Organizations

Basi ¢ Consi der ati ons

Anong the basic considerations, the costs nust:
1. be reasonable and allocable to the award;

2. conformto cost principles and/or limtations set forth
in the agreenent;

3. be afforded consistent treatnent; and
4. be adequately docunented.

Direct Costs versus Indirect Costs

Direct costs are those costs that can be identified
specifically with a final cost objective, (i.e., ESGrelated
activities). For exanple, any cost incurred exclusively for a
particular activity is a direct cost to that activity.

Indirect costs are those costs that are incurred for conmmon
or joint objectives and cannot be readily identified with a conmon
cost objective. Exanples include rent, utilities, genera
adm ni strative expenses, and ot her overhead-type costs that
benefit all activities undertaken by the organization
Organi zations that charge indirect costs nust have a cost
al l ocation plan on file.

Al | owabl e versus Unal | owabl e Costs

Attachnent B of the Circular identifies sone of the nost
conmon types of costs that a recipient nmay incur, but is not
allinclusive. It discusses both allowabl e and unal |l owabl e cost and
the accounting treatnment required. Sone unall owabl e costs include:

Bad debts and | osses.

Conti ngency reserves.

Contri butions and donati ons.

Ent ertai nment costs.

Fi nes and penalties.

I nterest costs.

Fund rai si ng.

Underrecovery of costs from other grants.
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Att achnent
Sanpl e Form of the Rational Flood |Insurance Pr ograni*:I

POLICY DECLARATIONS

POLICY NUMBER FL2-0226-3478-1
POLICY TERM IS FROM: 04/20/94 TO 04/20/95
12:01 AM. TIME AT THE INSURED PROPERTY LOCATION.
PAYOR ISINSURED

GRANTEE'S NAME AND ADDRESS INSURED'S NAME AND ADDRESS
COMMUNITY DEVELOPMENT & HOME JAMES BRENNAN
IMPROVEMENT AGENCY 800 RIVERSIDE AVE

805 CHARTIERS AVE WATERTOWN, PA 15136

WATERTOWN, PA 15136

AMOUNT OF COVERAGE: BUILDING: $60,000 CONTENTS: $20,000

DESCRIPTION OF BUILDING AND CONTENTS

BUILDING:  THREE OR MORE FLOORS WITH UNFINISHED BASEMENT
A SINGLE FAMILY RESIDENCE

CONTENTS: CONTENTSON FIRST FLOOR AND ABOVE
RATING DATA
COMMUNITY NAME. WATERTOWN, BOROUGH OF: COMMUNITY NUMBER: 420052
REGULAR PROGRAM - ZONE A
BUILDING WAS CONSTRUCTED OR SUBSTANTIALLY IMPROVED PRIOR TO 5/16/77
RATING - COVERAGE IN HUNDREDS OF DOLLARS

BUILDING AND CONTENTS COVERAGE IN FORCE

***************BAS'Ck**************************ADDITIONAL******************

TOTAL

COVERAGE RATE PREMIUM COVERAGE RATE PREMIUM PREMIUM
BLDG: 350 0.30- $105.00 250 0.20 $50.00 $155.00
CONT: 100 0.40- $40.00 100 0.15 $15.00 $55.00
PROPERTY ADDRESS ANNUAL SUBTOTAL: $210.00
00 RIVERSIDE AVE EXPENSE CONSTANT: $ 45.00
WATERTOWN, PA 15136 TOTAL PREMIUM PAID: $255.00

INSURANCE AGENT'S NAME AND ADDRESS
BOOZER INSURANCE AGENCY

200 BROADWAY

WATERTOWN, PA 15136

GRANTEE PROJECT NUMBER: 013 0484. THESE DECLARATIONS ARE AS OF APRIL 1994.

" Similar forms, which are issued by private-sector insurance companies under the "Write Y our Own"
program, provide coverage under the National Flood Insurance Program.
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